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Da~r  Sir or I.fadaw: 

Uc have considered your appl icat ion  for recognition of tsx exzmptian frsn 
Fedaral income tax as an organization described in ssctioo 5Cl(c1 ( 4 )  of 
t h a  Internal Reirenus Code. 

Ths information subinitted discloses t h a t  you % w e  incorporated under the 
f?vs of the State of ********  on **** ********. 

The purposss of t he  organizatioa ara t o  provide aain tenance , presersat ion, 
and architectural cont ro l  of ?he resident lots and coFuicn areas v i t k i n  ths  
***************************. Other purposes are t o  proaote the h e a l t h .  
safety, and xalfare of the residents uithin the ***************** 
*********** and t o  administer and cnfarce the covmants and r?strictions 
contained i n  the Declaration of Covenants, Conditions, and Pestrictions by 
*** ********* ***** * * * * * * * *********** - 
The a c t i v i t i a s  of the  Association include insuring, maintaining, and 
beautifyioq t h s  common areas for the coamon use and enjoy~ent of t h s  
nre)nbors of the Association, ~ a i n t a i n i n g  the parsonal property of t he  
oxnsrs in t h e  subdivis ion,  p r o ~ i i i i n p  safstg wasurss for t h e  subdi~ision 
2nd pronoting t h e  social w e l l - k i n g  of the Association. 

Your income is derived  fro^ the yearly assessments fro3 fscry hcncowncr. 

Expenses consist of insurancg , lsgzl fees.  and niscsf laneous s u p p l i e s .  

Secticn 5Ol ic ) lR)  of thc Code provides f o r  t h ~  racopniticn of c i ~ l s  
leagues ,  social aalfare orgazzizations, or other orusnizationc not  
organized for profit, but operated exclusively for the prsaotion of soc ia l  
welt are. 



******** ***************  
*********  *** 

Section 1.581 ( c )  ( 4 ) - l ( a . 1  C2) f i )  of the i n c ~ a e  tax regt!latlc,?s prcuide that: 
an organizat ion is operated exclusively for t he  promotian of s o c i a l  
welfare i f  i t  is primarily engaged in nromotinq in sons way the connon 
good an?. g~tan.,al :?elfare of t h e  people of the ccommunity. :Aa organization 
embrace1 v i t h i n  this sec t ion  is oce which is operated fo r  rhe purpose of 
b r i a g i s ~ j  about civic betterments and soc ia l  improvements. 

Re%-enue R u l i n a  72-102, pub?ished i n  Cunulative Bul le t ia  1972-1, papa 149, 
s t s t a s  that a non-profit organization formed t o  preserve the  appearance of 
a housing devslopment and to maintain streets,  sidewalks, 2nd camon areas 
f o r  t ha  use of residents  is exenpt under section 501(c) (44 of t h e  Code. 
I.iewbership is required of a l l  owiers of real  property in the rifi~eLopzent 
and ass~ssnenta are l ev ied  t o  support the organization's activities. It 
Has he ld  t h a t  by maintaining the property normally maintain& By municipal 
governments, the  organization s e r ~ e d  the common good and general welfare 
of t h e  people of the community. 

Re~enue R u l i n g  74-99, published i n  Cwiulative Bul le t in  1974-1 oa page 131 
nodified Rerenue Rulina 72-142 by statiaq guidelines undcr which a 
honeovn?rs associat ion could q u a l i f y  for ~xemption under secticn 501fc) ( 4 )  
o i  t h e  Code. One auidel ine is t h a t  a hoaeonners associakioa zust serve a 
community which bears a reasonable recoanizable relatiocship EO an E r e a  
o r d i n a r i l y  i d e n t i f i e d  as ao~ernmencal i n  order  t o  qua l i fy  undsr Ccdc 
s e c t i o a  501 i c i  i?) . 
This ru l inn  reads i n  part: "A ccmuni ty  wi th in  t h e  meaarng of seccion 
5 0 l l c i i 4 )  and t h e  Regulations i s  zot  s i ~ p l y  an aggrecation of homeo+tne.rs 
bounii t oge the r  i n  a s t r u c t u r a l  u n i t  forms4 as  an integral part of a plan 
fo r  t h e  developaent of a rea l  e s t a t e  division and the s a l e  of h a m s  
thcra in .  Although an exact deliceation of the boundaries of a "coemunity" 
contemplated by sect 1 501 1cf ( 4 )  i s  not poss ib le ,  t h e  t c r ~  as used i n  
t h a t  s ec t ion  has  t r a a ~ t ; + ~ n a l l y  been c o n s t r u ~ .  as havi~lg  reference t o  a 
geographical un i t  bearing a reasonably recounizable r e l a t i g a s h i p  t o  &n 
area o r d i n a r i l y  I d e n t i f i e d  a s  a govarnnental subdivision a r  a unit ur 
district thereof ." 

The arca sz r -~ed  by your a c t i v i t i e s  cons is t s  of a s t r u c t u r a l  u n i t  forn*+l 
an i n t s g r a i  part of a r e s i d e n t i a l  housing developnent p lan.  Such arg 6r2a 

does not constitute a "community" vitbin the meaning of Cod= s e c t i a a  
501(c) ( 4 )  an& the underlying Regulations. 



************************* 
************** * * *

Revenue Ruling 14-99 also  states t h a t  a homeoeners assaciatioa ~ u s t  not 
conduct activities directed t o  t h e  exterior maintenance of privat~ 
residences and that t h e  conson areas or facilities must be for the use and 
enjoyment of the p u b l i c . "  

Your "Declaration of Covenants,, Conditions, and Restrictions" has 
ptoczdures for maintaining tha pr iva t e  residential lots and cormon areas 
ef your oruanization. 

The common areas, as stated ia your C~venants, are the private property of 
thz association and ownership is d i v i d e d  equally among t h e  hon~ouzers. 

Revenue Ruling 14-99 states t h a t  Revenua Ruling 72-102 "...was intendcd 
only to approve ownership and naintenance by a homeowners association of 
such areas as roadways and parklanes, sidewalks and street lights, accctg~ 
t o ,  or the use 2nd t h e  e n j o p e n t  of which is intended to ~znbers of the  
general public, as distinguished from controllzd asc or aecfss restricted 
to t h e  members of the noaeoeners association...". 

Your coanon areas are not  apcn for t he  use and enjoy~ent of the aenernl 
pub1 ic.. 

One of the purposes of Revenue AuZing 74-99 is t o  preclude recognition of 
exelaption of ho~eovners associations that serve a privaze rather that1 a 
public interest. 

Based on the information sdbmitted and the applicabf~ Taw cited above, ve 
conclude that you ara primarily organized and operated t o  provide services 
for t h a  personal benefit of your neabars and not primarily for proaoting 
in some way the comaor! aood and general welfare of t h e  people of the 
community. Therefore, you do not qnalify f o r  exe~ption froe Federal  
income tax as an organization described in ssction 5 0 1 f c ) ( 4 )  of ths Code. 

In accordance ~ i t h  this datemination, you are required t o  f i l e  f0r.a 1220 
for Federal Fncoms tax purpgses. Your attention is called to Code ~( j c t i an  
528, which provides c e r t z i n  proceduras by which qualifying hoaeownrrs 
associations may 212ct to be treated as a tax exempt otgacizatios.  TW 
enclosed Publication 582, describas the requisemaats for k,:eaptioii trndsr 
section 528. 



*************** * * * * * * * * * * i  * *  
****************** 

I f  you do not accept our findings, we reconmend t h a t  yau request a 
conf ereace v i t h  a aenbek of our Regiotral Office con£ erence s t a f f .  Your 
request for e conference should include a written apgcal g iv ing  t h e  fac ts ,  
l a v ,  and any other information to support your position as explained in 
t h e  enclosed Publication 892. You will then be contacted to arrange a 
date f o r  a conference. The conference nay be h e l d  a t  t h e  Regional Office, 
o r  if you request, a t  any n u t u a l l y  convenient District  Offic&- If we do 
not hear  fro2 you aithin 30 days from the data of this l e t t e r ,  this 
determination will hscome final. 

Sincerely yours, 
**

** ****
* * *  **** 

Enciosures: Publication 892 
Pgblication 588 


